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economics from Knox College, an M. A. in environmental 
politics from Keele University, and an M.A. and Ph.D. in 
economics from the University of Massachusetts. Her 
research and teaching interests he at the intersection 
of political economy, environmental justice and health. 
She is also a staff economist for the Center for Popular 
Economics,where she teaches workshops designed to 
demystify the economy for activists. 

Keith Harrington 

Mr. Harrington is a recent graduate of the 
economics masters degree program at the New 
School for Social Research. He is a co-founder of the 
International Student Initiative for Pluralist 
Economics, and a former grassroots-organizing 
director for the Chesapeake Climate Action 
Network. He is also the founder of the social business 
Shoestring Videos for Nonprofits and a contributing 
writer on sustainability, democracy and economics at 
Grist, Truthout, Alternet and the Huffington Post 


Jigar Bhatt 

Dr. Bhatt started out studying economics, 
earning a Bachelor in economics from Northeast¬ 
ern University over a decade ago. While never a fully 
practicing economist, he has worked alongside 
economists for nearly a decade, first on US social 
welfare policy and then on infrastructure development 
in Sub-Saharan Africa. He now studies economists 
- their ideas and methods - and how they influence 
our social and built environment as a PhD student at 
Columbia University’sProgram in Urban Planning 

Moderator: Neva Goodwin 

Dr Goodwin earned a PhD in Economics 
from Boston University, and is co-director of the Global 
Development And Environment Institute at Tuffs 
University. She is the author of editor of numerous 
books, including three introductory level economics 
textbooks; see: 

http://www.ase.tuffs.edu/gdae/publications/textbooks/ 
index, html 
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About URPE 


The Union for Radical Political Economics 
(URPE) is a membership organization of 
academics and activists who share a common 
goal of advancing a radical analysis of political 
and economic issues. Since its founding in 1968, 
URPE’s members have used this analysis to 
inform their work towards promoting various 
progressive political and social agendas. 

URPE publishes the Review of Radical 
Political Economics, runs a set of sessions at the 
academic and professional meetings of the 
Allied Social Science Associations and the 
Eastern Economic Association, and hosts its 
own biennial conference in Brooklyn on political 
and economic topics. Its members are active in a 
wide array of professional and activist projects. 

The URPE Newsletter 

The URPE newsletter is published 
quarterly by the Union for Radcal Political 
Economics. The newsletter is a place for URPE 
members to publish shorter articles, opinion 
pieces, abstracts and reviews as well as make 
announcements that may be of interest to URPE 
members. All submissions can be sent to the 
newsletter editor, Frances Boyes, via email at 
urpe@urpe.org. 

Permission to reprint material from the 
newsletter is granted for non-commercial uses, 
provided that the newsletter is credited as the 
source, and that two copies of the publication (or 
web link) are sent to the URPE National Office. 
For any commercial permissions, please contact 
the National Office. 
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Cover story continued... 

Introduction 

This panel did not directly address the issue of 
what’s wrong with what is now taught in economics 
courses; it started from the assumption that quite a lot 
is wrong. Nor did it prescribe exactly what should be 
done to improve the curriculum. Instead it asked: 
“Suppose we agree on what should be taught in 
economics curricula, how can such change be brought 
about?” The session addressed this question, focus¬ 
ing on the forces that now act as barriers against 
incorporating different content in economics courses, 
as well as strategic approaches for overcoming these 
barriers. 

The presenters on the panel were Helen 
Scharber, Jigar Bhatt and Keith Harrington. Neva 
Goodwin moderated the panel and prepared this 
report, based on written notes from the panelists, as 
well as the discussion at the session. 

Problem Overview 

There are barriers to creating alternatives to the 
straight neoclassical curriculum even in liberal-minded 
economics departments such as UMass Amherst, 
the New School, and Hampshire College. In other 
economics departments it is even harder for a willing 
instructor to move an undergraduate Introduction to 
Economics course far from the standard fare. Why? 

1. Departments that are strongly identified as 
“alternative” may be committed to one or another 
traditional (i.e. Marxian, Keynesian, PostKeynesian) 
leftist course framework, not necessarily open to 
“newer” schools such as ecological economics, feminist 
economics etc. 

2. Such departments also tend to be severely 
underfunded, and face the retirement of older, more 
progressive or radical professors, without clearly strong 
replacements in the wings. 

3. Economics departments are generally oriented to 
preparing students for upper level courses. 

4. There is insufficient awareness of the variety of 
options in textbooks and other available teaching 
materials. 
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5. Existing theories are elegant, tell uncomplicated 
stories, appear internally consistent, are comforting in 
their appearance of certainty, and are abstract enough 
to go unquestioned. 

6. Young teachers are warned not to teach anything too 
‘radical’ for fear of getting bad evaluations, and with an 
eye to the broader job market for economic teachers. 

7. Efforts to bring in a broader perspective while 
using standard materials requires the teacher to “fight 
the text,” confusing students who don’t yet know what it 
is that is being criticized. 

8. It takes so long to teach the internal logic and 
graphical representation of the standard concepts that 
there is little time for more substantial discussion of 
them or of other concepts. 

9. Time and imagination are great constraints - it is 
hard to do something new and different, and relatively 
easy to go along with what everyone else is doing. 

10. Students are generally taught that economics 
is about mathematical modeling; thus, in classes 
offering more qualitative approaches students say, 
“ok, but where is the economics (math)?” They find 
other theories not serious or comprehensive enough. 
Economics is considered useful for future job prospects, 
raising the question: how can the discipline change as 
needed while retaining at least some of this cachet? A 
key issue (one of discourse and power) is the need to 
reframe and redefine what it means to be ‘rigorous’. For 
instance such reframing might emphasize that with¬ 
out ‘rigorous’ training on qualitative questions, such as 
how to conduct surveys and gather data, mathematical 
analysis can’t be truly rigorous. 

11. There is a long history of neoclassical economists 
saying they accept some popular new theory or 
approach and then marginalizing it or changing it so 
that it does not obviously conflict with the mainstream 
core. (The outstanding example is the Samuelson’s 
“neoclassical synthesis” in which Keynes’ message was 
drastically altered, but there have been many others, 
such as what was done with Leibenstein’s X-efficiency, 
and many, many others). It will be interesting to see 
whether it is possible to do this with the challenges from 
behavioral economics. 
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Strategies for Change 

1. Addressing deep issues of content and 
methods: This could be done for a single school (see 
Willamette example, below), but could also be 
undertaken for the profession as a whole (this would 
need to be an extensive project, with funding). The basic 
question is: what elements of the standard content and 
methods are actually useful - and to which students? E.g., 
what should be taught to students who are majoring in 
economics, and what is the most useful set of ideas and 
methods for the much larger group of students who 
just take one or a few econ courses? What is especially 
needed for students who will go on to business majors? 
(For many other majors, such as Planning, a specialized 
intro to econ is tailored especially for those students.) 

Such analysis can address the question of how 
to add new elements into a curriculum, such as an 
understanding of economic history, or the interactions 
between economic activity and the natural world, etc. 
Many teachers worry about adding anything when it is 
already hard to get through the whole syllabus planned 
for a course. The result of a deep analysis of the 
standard content of economics curricula should 
encourage pruning out elements that are not going to 
be useful or relevant to students, now or in the future, 
as well as elements that are increasingly revealed to be 
contrary to fact. (The latter category includes some of 
the standard assumptions about human nature, and the 
manifold consequences of these assumptions; doubt 
is increasingly cast on these by experimental work in 
the psychology of economic behavior.) Without such 
legitimization, faculty feel insecure about removing any 
of the expected, standard elements. 

Such a project could also seek good data on the 
percentage of students taking the introductory 
“principles” courses who will become economics 
majors. This could be followed with a targeted analysis 
of what econ major, and non-major, students need in the 
way of mathematical preparation, including suggestions 
on how that could be provided without weighing down 
the intro courses. More generally, it would be useful to 
review the mathematical and statistical techniques now 
being taught and produce recommendations on which 
methods are most valuable for students at different 
levels, and in different areas of economics. 

The analysis should be informed by 
interaction with other disciplines. Not only would 
economics education benefit greatly from inclusion of 
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content from some other fields; there are also lessons 
to be learned from e.g. planning departments, as to 
what economics content those faculty find relevant and 
useful for their students. In connection with the 
analysis and pruning of standard content as discussed 
above, courses from other disciplines might be of¬ 
fered as part of economics degree programs that allow 
students to pursue different curricular tracks - 
(e.g. Political Economy, Financial Economics, etc.). 

2. Addressing problems of information, time 
and capacity: Faculty who would like to introduce 
new concepts may simply not know about how to go 
about it. Much resistance to change comes from simple 
reasons, such as not having the time to research 
alternatives, or the fear that change will require a time 
commitment that will overwhelm an already heavy 
teaching burden. Solutions could include: 

ONLINE RESOURCES to aid teachers who 
may want to introduce new economic thinking into 
existing mainstream courses or teach an entire course 
on a particular school of thought. Existing examples 
include the following: 

• The Union for Radical Political Economics (URPE) 

has a repository of syllabi with -150 submissions across 
micro, macro, political economy, labor, int’l econ, econ 
history, history of thought, health, development, (http:// 
www.urpe.org/res/syl/ syllabihome.html) 

• The Institute for New Economic Thinking offers a 
number of on-line courses and other materials 
(finding them on the website requires a patient search 
of http://ineteconomics.org/). 

• The Global Development And Environment 
Institute offers 16 free teaching modules on economic 
theory in social and environmental context 
(http://www.ase.tufts.edu/gdae/education_materials/ 
modules.html) 

OUTREACH: A program of extensive outreach 
is needed to let faculty know what resources are 
available. Such a program could include distributing 
information on the following topics: 

• Information about online resources, such as those just 
described. 

• Alternative texts: there have been several surveys 
by list-serves, such as FemEcon and URPE, as well as 
studies such as that by Tom Webb, which list good texts, i 

• Information on the probability that students in intro 
courses will go on to become econ majors. 

• Efforts to understand how students feel about their 
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education, using various quantitative and qualitative 
research techniques such as surveys (as has been done 
successfully in France) and focus groups. 

• Recommendations from a study such as described in 
strategy #1, above, regarding the usefulness to students 
of a range of topics, approaches, and methods. 

Obviously, it is important that the outreach 
represent a number of perspectives; it would probably 
be helpfulto have a number of distinguished names 
attached to the outreach. 

SUPPORT FOR GRAD STUDENTS interested in new 
ideas about content and pedagogy. This could include: 

• At individual universities, or city-wide, inter¬ 
disciplinary lunchtime talks or informal conversa¬ 
tions to introduce other faculty to economics teaching 
content and culture, and to learn how economic 
questions are being asked and answered in other 
disciplines/courses. 

• Network hubs in cities - Create mentor network 
from progressive/heterodox departments to support 
like-minded students and faculty in more orthodox 
departments or institutions. Most cities have a 
department that leans away from the status quo. 
Boston has several, New York has NewSchool, DC has 
American University, etc .2 

• Training in pedagogical methods for grad students 
who will go on to be teachers: for the last two years 
Geoff Schneider has run an excellent ‘Workshop on 
Advanced Pedagogy and Course Design for heterodox 
economists at the ASSA meetings. On the model of 
what has been achieved by the Public Administration 
Theory Network, teaching seminars at heterodox grad 
schools would both look good to prospective employers 
and strengthen the ability of new economic thinkers to 
change the shape of the discipline. Videos and 
documents could be shared online. 
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3. Conducting departmental and institutional 

analyses: A department that seriously wants to improve 
what it delivers to its students can take the example of 
Willamette University in 2013 (see http://www. 
willamette.edu/cla/economics/pdf/selfstudy2013. 
pdf) to examine the structure and content of its 
curriculum. Graduate students couldbe mobilized (if the 
department as a whole doesn’t want to take it on) to 
ask questions such as, What are departmental gaps and 
capabilities? What are potential bottlenecks to desired 
reform? Who are allies and detractors? What is the 
institutions self-image - how does this map onto what 
is being taught in the econ department? 

Willamette’s results: Among other interesting 
innovations, they acknowledged that few students 
taking intro courses went on in economics, and decided 
to replace Intro Micro and Intro Macro with one course 
called ‘Introduction to Economic Inquiry in Historical 
Context’. They also decided to increase emphasis on the 
history of economic thought, and to adopt a pluralist 
approach in line with E.K.Hunt’s History of Economic 
Thought: A Critical Perspective. The Report says: “In 
this text, Hunt identifies two grand traditions both of 
which have their roots in the writings of Adam Smith. 
One tradition views analysis of production, labor, and 
class conflict to be fundamental concepts in under¬ 
standing capitalism while the other tradition places 
exchange, utility, and social harmony at the center of 
its analysis. Taking this approach should not preclude 
discussion of particular schools of thought. Rather it 
provides a framework within which students may better 
understand the relationship between different schools.” 
Thus, this department does not attempt to present all 
possible views, but “bundles” them into Hunt’s two 
categories. 3 


1. Another example is “Appropriate Economics for the 21st Century A 2010-1957 Guide to Relevant Books, Reports, and Articles” Compiled by Michael Marien, 
director, www.globalforesightbooks.org. The “Economics in Context” texts, by Goodwin et al, tend to come to the top of the lists, even where the survey has a focus on 
one particular alternative. 

2 Other places where pluralist economics may be found include Bucknell University, Dickinson College, Franklin & Marshall College, Hobart & William Smith Colleges, 
and Rollins College. 

3 A few interesting observations from the Willamette report: Our overarching goal is to prepare students for independent, critical inquiry into economic issues. Inquiry 
begins with a question or puzzle, and then produces an answer supported by an analysis/argument. A weakness of our current approach (which predominates in eco¬ 
nomics education more broadly) is that in most classes we reverse this process. That is, we begin with the exposition of theory by developing frameworks and models, 
and then proceed to applications that demonstrate the value of these tools. For example, in Principles of Microeconomics we might introduce the rational maximizer 
model of consumer behavior and develop the concept of net utility or consumer surplus, then apply this model to explain why pizza companies charge lower prices for a 
second pizza or why a cell phone company might charge both monthly fee and usage fee. While the use of relatable examples undoubtedly brings these abstract concepts 
alive, this approach does not serve our goals well in at least two ways. First, it prepares students poorly to formulate a question to research in their senior thesis because 
it creates the impression that to perform economics is to pick up a hammer and search for a nail. That is, it creates the impression that economic inquiry is not about 
seeking answers to particular questions but about finding the right examples to which to apply a given set of tools. Second, it may discourage students from believing that 
critical analysis of theory is an important part of economic analysis. Criticism of this sort is not necessarily rejected as inappropriate, but is relegated to other disciplines. 
Students come to understand the assumptions underlying a model as defining the necessary conditions for its application. If these assumptions are not (at least ap¬ 
proximately) satisfied in a given scenario, then it is not amenable to economic analysis. The economist does not search for an alternative understanding but searches for 
something else to analyze. 
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4. Engaging activists, especially students: Consider 
a traditional campus organizing model to mobilize 
student groups on individual campuses, and connect 
them with others across the country - e.g. along the 
lines of Energy Action Coalition, or Sierra Student 
Coalitions organizing models. As opposed to a theory 
of change that assumes that better ideas will 
automatically edge out worse ones, activism needs to be 
brought in to the battle of ideas. This model is campaign 
oriented, organizing students to achieve discrete goals. 
Identify a list of schools to prioritize based on power¬ 
mapping of the departments and broader university 
community, identifying places where initial victories 
are achievable, and will resonate. Define what 
constitutes a “victory”. Build a national network of al¬ 
lies - e.g. sympathetic professors and economists who 
will serve in an advisory capacity to the students and 
lend professional credibility to their demands. This 
could be supported by surveys of what students are 
learning, andhowsatisfied they are with existing and “new 
economics” courses. 

Useful links to some student activist groups 
are https://www.facebook.com/ISIPE.NET and 
https://www.facebook.com/rethinkecon. Given the 
evanescence of student groups, it is important to 
develop a leadership structure that can last beyond 
the initial cohort. It is probably necessary to hire paid 
national organizers to support the student network. 
Resources will be needed for individual student groups, 
such as reading lists, meeting and event guides, and 
talking points. Students should be made aware that 
sympathetic faculty will usually respond positively 
to a student group’s invitation to come and speak. 
Communications support for campaigns would include 
press release templates and media advice as well as 
posters, brochures, and event flyer templates. National 
actions should be organized to get national media 
attention. 

New Economy Coalitions “New Economy 
Week” can be used for movement building on campuses 
(this already started in fall, 2013). It could be 
accompanied by a “national walk-out day” - but that 
would need to include some sort of teach-in so that 
students are not penalized for missing a class. E.g., 
students could collect in groups to discuss the 
material they had been expected to cover that day, 
according to the syllabus -help each other become 
proficient in it (providing a model of collaborative vs. 
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competitive learning), and then add another topic for 
discussion that is not on the syllabus. (They could invite 
their teacher to sit in.) Alternatively the walk out could 
be saved as a tactic that students on certain campuses 
use to escalate their campaign if their calls for change go 
unheeded. New Economy Week might simply involve 
a national “new economy teach-in” where heterodox 
professors are invited to give guest lectures by students 
in mainstream departments. 

Encourage a broader national awareness of the 
ways that economic problems relate to the economic 
theory that helped cause them. Students and faculty 
who are dedicated to economics curricular change can 
join forces with activists concerned with local economic 
conditions, and reach out to marginalized communities. 
Internship programs might be developed to encourage 
students to go out and do research or provide economic 
literacy courses for such activist groups and 
communities. Coinciding with major elections, 
activists could sponsor town halls where economic 
issues important to the public are openly debated 
from both orthodox and non-orthodox perspectives. 
Politicians’ and policy positions can become starting 
points. Major schools of economic thought could be 
connected with current economic conditions, 
indicating how alternative economic theories can 
provide alternative principles for organizing the 
economy. 

Please share your ideas about How to Change the 
Teaching of Economics at the link below: 

http://www.ase.tufts.edu/gdae/education_materials/ 

ChangingTeaching.html#feedback 

Parasitic Finance Capital 
and Inequality 

by ISMAEL HOSSEIN-ZADEH 

It is now common knowledge that the U.S. 
economy has in recent years been experiencing 
extremely uneven developments. While the financial 
sector has been enjoying enormously high rates of 
growth, the real sector is mired in stagnation or dismal 
growth rates. Accordingly, while the financial 
oligarchy is reaping the lion’s share of this fantastic 
growth of asset-price inflation, the overwhelming 
majority of citizens are suffering from the 
systematically declining standards of living. 
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For example, a recent report by the Federal 
Reserve Bank shows that while aggregate national 
wealth in the U.S. rose by $1.49 trillion during the first 
quarter of 2014, the real economy (as measured by 
GDP) actually contracted by 1 percent—according to 
the Department of Commerce, the decline in GDP was 
actually 2.9 (not 1) percent. In a similar report, the 
Financial Times recently noted that household wealth 
as a whole is up 43 percent since the depths of the 
economic slump in 2008, despite the slow or 
nonexistent recovery in the labor market and an actual 
decline in median household income, down 7.6 percent 
since 2008 [1]. 

This obvious and growing gap between the rise 
of financial wealth in the absence of real growth is, of 
course, explained by the fantastic asset-price inflation 
of the past several years—a financial bubble bigger than 
the one that burst in 2008. Of the $1.49 trillion increase 
in the national wealth in the first three months of 2014, 
some $361 billion were due to stock price appreciation 
while $758 billion were due to real estate inflation. Not 
only has the stock price bubble largely benefited the 
wealthy, who disproportionately own the major bulk of 
stocks, but also “the increased home values were 
concentrated in the mansions of the super-rich, not the 
modest homes of working people.” According to figures 
published by Redfin, a real estate group, from January 
through April 2014, “sales of the top 1 percent of US 
homes, those priced at $1.67 million or more, have risen 
21 percent, while sales of the remaining 99 percent of 
homes have fallen 7.6 percent” [1]. 

The Financial Times, which published the 
Redfin figures, noted similar trends in consumer sales: 
“Sales by luxury retailers such as LVMH (Louis 
Vuitton, Bulgari) and Tiffany rose by 9 percent; sales by 
retailers with mainly working class customers declined. 
Walmart was down 5 percent, Sears’ sales fell by 6.8 
percent. At the lower end, only cut-rate outlets where 
more and more Americans must shop to stretch their 
dollars saw increased sales. Dollar Tree, the largest such 
retailer, recorded a sales increase of 7.2 percent. . .. The 
newspaper observed, the gains show the effectiveness of 
policy in recreating the wealth lost in the recession, but 
its effect in boosting the economy is limited, because 
much of the benefit has gone to wealthy households that 
own stocks and large houses” [1]. 

The simultaneous enrichment of the financial 
oligarchy, on the one hand, and the impoverishment of 
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the masses of the people, on the other, is akin to the 
growth of a parasite in the body of a living organism at 
the expense of life-sustaining blood or nourishment of 
that organism. What is more, this parasitic transfer of 
economic blood from the bottom up is not simply the 
outcome of the workings of the invisible hand of market 
mechanism, or the blind forces of competition in a 
capitalist economy. Perhaps more importantly, the 
transfer is the logical outcome of insidious but carefully 
crafted economic policies that are designed to entrench 
neoliberal austerity economics. 

Supply-Side Monetary Policy: 

Asset-Price Inflation as Economic Stimulus 

Governments of the core capitalist countries 
have since the Great Depression of the 1930s applied 
two major types of economic stimuli: demand-side, or 
Keynesian, and supply-side, or neoliberal. Demand- 
side policies aim at boosting the purchasing power of 
workers and other masses of the people directly: 
injecting buying power into the economy through large 
scale investment in infrastructural projects and other 
employment-generating undertakings. Policy measures 
of this sort, which lasted from the immediate aftermath 
of the Great Depression and/or WW II until the late 
1970s and early 1980s, served as the cornerstone of New 
Deal economics in the U.S. and Social-Democratic 
policies in other major capitalist economies. 

Champions of supply-side economics also 
purport to offer stimulus measures to revive a stagnant 
economy. However, they do this in an indirect, 
roundabout or two-step process. The first step aims at 
further enriching the rich, either through fiscal policies 
of tax cuts for the wealthy or monetary policies of 
asset-price inflation, which also largely benefit the 
wealthy. The second step consists, essentially, of a hope 
or wish: it is hoped that, following the injection of 
additional resources into the coffers of the 1% in the 
first step, the 99% would then benefit from the 
ensuing trickle-down effects, thereby boosting 
aggregate demand and economic activity. 

Formally, this policy was ushered in when 
Ronald Reagan was elected president in 1980. 
Initially, the architects of supply-side economics focused 
on fiscal policy. After successfully carrying through 
their project of drastic tax breaks for the wealthy, which 
came to be known as Reagans supply-side tax cuts, they 
then directed their attention to monetary policy as the 
next major redistributive tool in favor of the 1%. 
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Starting with Alan Greenspan as chairman of the 
Federal Reserve Bank to his successors Ben Bernanke 
and now Janet Yellen, this policy has essentially meant 
granting unlimited interest-free or nearly interest-free 
money to major banks and other Wall Street players. 
Although not discussed publicly, monetary policy 
makers of Wall Street at the head of the Federal Reserve 
Bank and the Treasury Department have come to view 
the bestowing of cheap money upon Wall Street as a 
monetary stimulus measure that would work through 
asset-price inflation and the subsequent trickle-down 
mechanism. 

The official rationale for the injection of cheap 
money into the financial system is still justified, 
publicly, on the same grounds as the traditional 
Keynesian monetary stimulus: that such infusions of 
money into the financial sector would prompt enhanced 
lending to the real sector, thereby encouraging 
productive investment, employment and growth. This 
justification of unwarranted and excessively cheap 
money supply is, however, premised on three major 
conditions: that manufacturers face a tight and 
expensive capital/money market; that manufacturers 
face or envision a strong demand for what they 
produce, or would produce; and that there is something 
akin to a partition between real and financial sectors 
of the economy, as it was more or less the case when 
the Glass-Steagall Act was in force (from 1933 to 1998), 
which strictly stipulated the types and quantities of 
investments that banks and other financial intermediar¬ 
ies could undertake. 

None of these conditions are, however, 
present in today’s U.S. economy. To begin with, there 
is no shortage of cash in the real sector; the sector 
seems to be, indeed, sitting on a mound of cash but not 
expanding production because of the austerity¬ 
generated weak demand. 

“While at least 25 million Americans are 
unemployed or working only part-time when they want 
and need full-time work, corporate America is sitting 
on a cash hoard of more than $2 trillion, refusing to 
invest in new production or hiring new workers, and 
instead engaging in speculation and stock buybacks 
that are more profitable for the corporate CEOs. Stock 
buybacks by non-financial corporations occurred at an 
annual pace of $427 billion in the first quarter, 
according to the Fed” [ 1 ]. 

Secondly, since players in the financial sector 
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are no longer constrained by regulatory restrictions on 
the types and quantities of their investment, why would 
they look or wait for borrowers from the real sector 
(who, as just mentioned, have plenty of cash of their 
own), instead of investing in the more lucrative field 
of speculation. Not surprisingly, as the regulatory 
constraints have been gradually removed in the past 
several decades, financial bubbles and bursts have 
become a recurring pattern. 

Indeed, not only do Wall Street banks and 
other beneficiaries of monetary policy use the nearly 
interest-free money for speculative investment, but also 
increasingly real sector corporations divert more and 
more of their profits to speculation instead of 
production—they seem to have come to think: why 
bother with the messy business of production when 
higher returns can be garnered by simply buying and 
selling titles. The lure of speculative profits, greatly 
facilitated by the extensive deregulation of the financial 
sector, is obviously strong enough to induce capital to 
abandon manufacturing in pursuit of higher returns in 
the financial sector. This steady transfer of money from 
the real to the financial sector is the exact opposite of 
what monetary policy-makers—and, indeed, the entire 
neoclassical/mainstream economic theory—claim or 
portray to happen: flow of money from financial to the 
real sector. 

Capital flight from the real to the financial 
sector, and the divergence between corporate 
profitability and real investment were highlighted in 
an article by Robin Harding that was published in the 
Financial Times of July 24, 2013. Headlined 

“Corporate Investment: A Mysterious Divergence,” 
the article revealed that, in the past three decades or 
so, a “disconnect” has developed between corporate 
profitability and real investment; indicating that, 
contrary to previous times, a significant portion of 
corporate profits is not reinvested for capacity building. 
It is diverted, instead, to financial investment in 
pursuit of higher returns to shareholders’ capital. Prior 
to 1980s, the two moved in tandem—both about 9% of 
GDP. Since then, and especially in the very recent years, 
whereas real investment has declined to about 4% of 
GDP, corporate profits have increased to about 12% of 
GDP! [2], 

Financial big wigs at the helm of monetary 
policy in the U.S. and other major capitalist countries 
cannot be unaware of these facts: that most of the 
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generous cash they inject into the financial sector is 
used for speculative transactions in this sector with¬ 
out any perceptible positive impact on the real sector. 
So, the question is: why, then, do they keep pumping 
more money into the financial sector? The answer, as 
mentioned earlier, is that in place of traditional 
Keynesian monetary policy, they seem to have now 
discovered a new (supply-side) monetary stimulus: 
trickle-down effects of asset-price inflation. 

Portraying asset-price inflation as a monetary 
tool of economic stimulation, policymakers in the 
United States and other core capitalist countries are 
no longer averse to creating financial bubbles; as such 
bubbles are viewed and depicted as fueling the 
economy through demand enhancement effects of 
asset-price appreciation. Instead of regulating or 
containing the disruptive speculative activities 
of the financial sector, economic policy makers, 
spearheaded by the Federal Reserve Bank since the 
days of Alan Greenspan, have been actively promoting 
asset-price or financial bubbles—in effect, also further 
enriching the rich and exacerbating inequality. 

Aside from issues such as social justice and 
economic security for the masses of people, the idea 
of creating asset-price bubbles as vehicles of economic 
stimulation is also unsustainable—indeed, destruc¬ 
tive—in the long run: financial bubbles, no matter how 
long or how much they may expand, are ultimately 
bound by the amount of real values that are produced 
(by human labor) in an economy. Proxies of the 
financial oligarchy at the helm of economic policy 
making, however, do not seem to be bothered by this 
ominous prospect as they have apparently discovered 
something akin to an insurance protection scheme that 
would shield the market and major financial players 
against the risks of financial bubbles. 

Insuring Financial Bubbles: 

Creating a New Bubble to Patch-up a Burst one 

Champions of the policy of asset-price bubbles 
as economic stimuli do not seem to be worried about 
the destabilizing effects of the bubbles they help create, 
as they tend to believe (or hope) that the likely 
disturbances and losses from the potential bursting of 
one bubble could be offset by creating another bubble. 
In other words, they seem to believe that they have 
discovered an insurance policy for bubbles that burst by 
blowing new ones. Professor Peter Gowan of London 
Metropolitan University describes this rather perverse 
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strategy in the following words: 

“Both the Washington regulators and Wall 
Street evidently believed that together they could 
manage bursts. This meant that there was no need to 
prevent such bubbles from occurring: on the contrary, 
it is patently obvious that both regulators and 
operators actively generated them, no doubt believing 
that one of the ways of managing bursts was to blow 
another dynamic bubble in another sector: after 
dot-com, the housing bubble; after that, an energy-price 
or emerging market bubble, and so on" [3]. 

Randall W. Forsyth of Barron’s likewise points 
out, “Greenspan always contended that monetary 
policymakers can . . . clean up the after-effects of the 
bust—which meant reflating a new bubble, he argued.” 
It is obvious that this policy of effectively insuring 
financial bubbles would make financial speculation a 
win-win proposition, a proposition that is aptly called 
“moral hazard,” as it encourages risk-taking at the 
expense of others—in this case of the 99%, since the 
costs of bailing out the “too-big-to-fail” gamblers are 
paid by austerity cuts. Knowing that “the Fed would 
bail out the markets after any bust, they went from one 
excess to another,” Forsyth further points out. “So, the 
Long-Term Capital Management collapse in 1998 begat 
the easy credit that led to the dot-com bubble and bust, 
which in turn led to the extreme ease and the housing 
bubble” [4]. 

The policy of protecting major financial speculators 
against bankruptcy shows, among other things, that the 
neoliberal financial architects of recent years have 
jettisoned not only the New Deal-Social Democratic 
policies of demand management but also the free- 
market policies of non-intervention, as advocated, for 
example, by the Austrian school of economics. They 
tend to be interventionists when the corporate- 
financial oligarchy needs help, but champions of 
laissez-faire economics when the working class and 
other grassroots need help. Prior to the rise of big 
finance and its control of economic policy, bubble 
implosions were let to run their course: reckless 
speculation and mal-investments would go bankrupt; 
the real economy would be cleansed of the deadweight 
of the unsustainable debt; and (after a painful but 
relatively short period of time) the market would 
reallocate the real capital to productive uses. In the era 
of big finance and powerful financiers, however, that 
process of creating a “clean slate” is blocked because the 
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financial entities that play a critical role in the creation 
of bubbles and bursts also control policy. 

Ismael Hossein-zadeh is Professor Emeritus of Economics (Drake 
University). He is the author of Beyond Mainstream Explanations 
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of U.S. Militarism (Palgrave-Macmillan 2007), and the Soviet 
Non-capitalist Development: The Case of Nasser’s Egypt 
(Praeger Publishers 1989). He is also a contributor to Hopeless: 
Barack Obama and the Politics of Illusion (AK Press 2012). 
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Wikibudgeting 

George Yeats Lazou 

Abstract 

We present the system of wikibudgeting as an 
alternative to both Capitalism and the Soviet Model 
of Socialism and build a model with corresponding 
strategy for agents to show that the system is at least 
potentially viable under the simplest of considerations. 

Introduction 

Of all the criticisms levelled at the Soviet 
Economy, it is those of Friedrich A. Hayek, 
and his fellow Austrians, that have had 
perhaps the greatest theoretical basis. The 
subsequent collapse of the Soviet Union has seemed to 
vindicate them fully. Flowever, the fundamental 
problems of capitalism, as identified by Marx, remain. 
Indeed even Hayek himself seems to have been aware of 
this, noting in his seminal book “The Road to Serfdom” 
that “probably nothing has done so much harm to the 
liberal cause as the wooden insistence of some liberals 
on certain rules of thumb, above all of the principle of 
laissez-faire capitalism”. Indeed libertarian economist 
Walter Block goes so far as to suggest that “in making 
the case against socialism, Hayek was led into making all 
sort of compromises with what otherwise appeared to 
be his own philosophical perspective—so much so, that 
if a system was erected on the basis of them, it would 
not differ too sharply from what this author explicitly 
opposed.” In short, whilst Hayek offers a robust 
criticism of the Soviet Model of socialism, he fails to 
provide any alternative that resolves the underlying 
contradictions of capitalism. Furthermore, according 
to Rosser and Rosser (2007) some political economists, 
notably Sciabarra (1995), have argued that “Marx was 
aware of the information problem raised by Hayek, 
although differing in identifying it as arising from 
the alienation of the workers under capitalism due to 
their lack of ownership and control over the means of 
production, rather than being inherent in human 
economic systems.” The challenge therefore is to 
develop a socialist model that takes the information 
problem into account. 

The Information Problem vs The Calculation Problem 

Hayek’s criticisms of the Soviet Economy came to 
be associated with what is known as the economic 
calculation problem which was first proposed by fellow 
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Austrian von Mises in his 1920 article “Economic 
Calculation in the Socialist Commonwealth” and 
later expanded upon by Hayek himself. The calculation 
problem states that the information required to 
calculate prices is beyond the computational ability of 
a central planner but within the means of the market. 

Cottrell, Cockshott, Michaelson, and Wright 
(2007) have argued that modern computers are more 
than able to cope with the amount of information 
involved in calculating prices, so it would seem the 
calculation problem has been resolved. However, 
Hayek’s initial criticisms were never merely about 
calculating prices but about democracy. We shall 
paraphrase Hayek’s argument, which we call the 
information problem, as follows: The market acts as 
a democracy for decided which products to produce. 
In other words, every time one buys something one is 
voting for that product to be produced. A centrally 
planned economy, lacking a market, lacks a means for 
democratically deciding what is produced. 

Alternative Approaches 

By far the simplest response to the criticisms of 
Hayek is so called “market socialism” which has been 
adopted by most of the Asian revolutionary countries, 
although the extent to which they retain a socialist 
component is debatable. However, the ideal of worker- 
managed co-operatives bolstered by a redistributive 
wealth tax as put forward by the likes of Ackerman 
and Alstott (1999) and Burczak (2006), still suffers 
from many of the essential problems of the market. 
Indeed Che pointed out when he visited Yugoslavia, the 
“possibility that competition between enterprises could 
distort the socialist spirit.” (Yafe 2010) 

Of those who have sought to address Hayek’s 
criticisms whilst avoiding the market the most notable 
are the decentralized, participatory methods of Albert 
and Hahnel (1991) and the use of more advanced 
computational methods by Cottrell, Cockshott, 
Michaelson, and Wright (2007). The former suffers 
from the practical problems of organizing unwieldy 
participatory councils whilst the latter only really 
address the economic calculation problem and not the 
more subtle information problem of democracy put 
forward by Hayek. It is in this context that we propose a 
system of “wikibudgeting” which can be summarized as 
a combination of the two, making use both of 
decentralized, participatory methods, and advances in 
computational ability. 


What Is Wikibudgeting? 

The idea of cybernetically managing a planned 
socialist economy is not new, going back at least as far 
as the ideas of Stafford Beer (1975). What is new is the 
participatory element that we are proposing. Simply 
put, the idea of wikibudgeting is to have prices fixed 
centrally by the state whilst running the state budget as 
a “wiki”, open to editing by any member of the 
population, subject to some constraints. The most 
important constraint is that the budget must balance, 
i.e. any reduction in spending in one place must be 
matched by an increase in spending elsewhere. Other 
constraints are to do with how many edits are allowed 
within a given time frame, and the degree of detail of 
the edits. We shall leave these latter constraints open in 
our definition of wikibudgeting for the time being. 

Replacing Hayek’s Telecom System 

Having separated prices from the labour market, 
prices are now free to accurately reflect the cost of 
labour without exploitation. However, central to 
Hayek’s argument is that prices act as a telecom system 
conveying information about supply and demand and 
thus allowing the economy to regulate shortages and 
surpluses. In wikibudgeting we have replaced this 
telecom system with a wiki. The question which needs 
to be addressed is whether such a system can regulate 
the economy in a similar or better way. It is this 
question that we shall consider in our agent-based 
models. 

Hayek also argued that prices allowed for the 
calculation of good investment. We shall not consider 
this problem in full in this paper, except to say that in 
wikibudgeting, investment, as part of the overall 
budget, is also governed by the wiki. The degree of 
detail appropriate for the investment content of the wiki 
remains an open question for future research. 

Why Prices Are Not Fixed By A Wiki 

As we have said, Hayek’s arguments came to 
be associated with prices and the calculation problem 
rather than the more general argument of democracy 
and information. However, in wikibudgeting, we focus 
on the latter problem and leave price fixing up to the 
central plan. This is because if wages are linked to 
prices then allowing prices to be fixed by a wiki reduces 
to the labour market at its most brutal. With no 
incentive to raise prices, individuals end up mercilessly 
exploiting each other until the system collapses. In our 
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system wages are separated from prices taking labour 
out of the market system. Even in this case, it seems 
likely, although further research is needed, that 
allowing both wages and prices to be set by a wiki would 
result in a re-coupling of the two, once again leading to 
a brutal and unsustainable labour market. Thus by 
having prices fixed by the state, acting independently of 
the wiki, we argue that the de-coupling of labour from 
the market is assured. 

Modeling Wikibudgeting 

To answer the question of whether wiki¬ 
budgeting can regulate supply we shall begin by 
considering the simplest of agent-based models in 
which agents work more if they do not receive enough 
income to meet their demands and work less if they 
do. The question arises, is there a strategy for editing 
the budget, including wages for each agent, in which 
agents work enough to meet the demands of their 
fellow agents. We begin by formally defining the model. 
We define a model with n agents. For each agent i, and 
for all agents j, we define a random demand vector, Di, 
j, representing the demand of agent i for the produce of 
agent j. We define the total demand of agent i to be 
Ti =Zo < j < n Di, j . 

Agents will have two strategies, a strategy for 
work and a strategy for editing the wiki. We begin by 
defining the work strategy. Each agent will have a work 
value, Wi and an income value Ii. They will be allowed 
to increase or decrease their work value by one unit per 
turn. If their income value, Ii, is not sufficient to meet 
their total demand value, Ti, then they will increase 
their work value, Wi, by one, else they will decrease it 
by one. Formally, if Ii < Ti then Wi = Wi + 1, else Wi = 
Wi- 1. 

Now we turn our attention to the strategy for 
editing the wiki. Each agent will be allowed to edit one 
pair of agents’ incomes per turn by one unit each, a 
decrease and an increase respectively. 

Before investigating the possible strategies, we 
note that if the total amount of income, Zo < i < n Ii is 
greater than the total amount of demand totals, Zo < i 
< n Ti, then some agents will always end up doing no 
work. Furthermore, if the income is distributed fairly, 
i.e. with each agent receiving the same amount per unit 
of work, then all agents will end up doing no work. This 
is because the incomes will all be greater than the 
demand totals and so the agents will start working less 
until they are doing no work at all. On the other hand, 
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if Zo < i < n Ii < Zo < i < n Ti, and the income is 
distributed fairly, then all agents will work enough to 
meet the demand totals required of them. In reality, this 
would probably mean that once the system had settled 
down, they would only work up to the maximum 
required to get a fair share of the income, thus pushing 
down overall work levels. Thus the question becomes 
one of is there a strategy when Zo < i < n Ii = 
Zo < i < n Ti such that income is distributed fairly, for 
this is the only outcome in which everybody works and 
everybody earns. 

The answer turns out to be yes. Each agent 
chooses at random one agent from the sets {i: Ii > Wi, 0 
< i < n } and { i: Ii < Wi, 0 < i < n }, agents x and y 
respectively. The agent then makes a single edit of 
decreasing the income of agent x and increasing the 
income of agent y. Formally: Ix = lx - 1 and ly - ly + 1. 
If either of the two sets is empty then the agent makes 
no edit. This turns out to be enough to distribute the 
incomes fairly with everyone working to meet the 
demands placed on them. Furthermore it means that 
incomes precisely correspond to the labour theory of 
value. 

Adding in Investment 

When we come to consider the additional 
ability to edit how much is invested, we have to consider 
a situation in which the total amount of possible income 
is greater than the total amount of demand totals. We 
have already stated that when agents are only allowed 
to edit the income of other agents, that such a 
situation leads to at least, if not all, agents doing no 
work. However, in considering the ability to edit how 
much is invested, an amount which we denote by F, 
we are allowing agents to take income out of 
circulation and into the investment fund. Again the 
question is does there exist a strategy that distributes 
income fairly? Again the answer is yes. 

We proceed as before with the each agent, z, 
choosing at random one agent from the sets { i: Ii > Wi, 
0 < i < n} and { i : Ii < Wi, 0 < i < n} respectively. This 
time however, we add the following clause: If Dx - Wx > 
Dz - Wz and F > 0 then Ix = Ix- 1 else F -F - 1, whilst if 
ly < Iz then Iy = Iy + l else F -F + 1. Once again, if either 
of the two sets is empty then no edit is made. 

The above strategy distributes incomes fairly 
from any set of initial conditions with everyone 
working to meet the demands placed on them and the 
excess placed in the investment fund. 
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Adding in Noise 

As a final model, we consider what happens if 
only some of the agents follow the above strategy with 
the rest making edits at random. With more than fifty 
percent of agents editing at random, the results are a 
random distribution of income and work, whereas with 
less than fifty percent there is a majority of agents 
receiving fair income and working to meet the demands 
placed on them. This majority increases as the number 
of agents editing at random decreases, as would be 
expected. 

Conclusion 

We have shown that there exists a strategy in 
our model for agents that leads to a fair distribution of 
income and ensures that everyone works to meet the 
demands placed on them. Further even if all the agents 
act randomly, then there is a random distribution of 
income and work which is arguably no worse, if not 
better than capitalist distribution in which the top 5% 
hold 90% of the wealth. Thus it would seem that our 
model has vindicated our proposal. However there are 
a few points concerning how realistic our model is and 
the strategy devised. Firstly it is by no means clear that 
the devised strategy would be implemented by the 
general population, nor is it clear that this is the only 
strategy that gives the desired results. To discover this, 
besides experimenting by actually putting the system 
into practice, we would like to see an attempt made 
to develop agent behavior via genetic algorithms. This 
would also include evolved strategies for working 
rather than the fixed, work more if paid less than 
required, work less if paid more strategy that we have 
employed. Taking into account human psychology, it 
is clear that there are several undesirable strategies that 
could be acted out. The first is bullying whereby a 
particular agent is subjected to unfair penalization when 
they are working as required. The second is gaming the 
system whereby agents collaborate to raise the wages of 
each other. Both of these problems could be eliminated 
by making edits to the total wages of co-operatives as 
opposed to individuals. This brings with it some slight 
changes. For instance, if edits must be made in the same 
units, then working for a bigger co-operative offers 
greater shielding from penalization than working for a 
smaller co-operative, whilst working for a smaller co¬ 
operative offers greater opportunity for increasing 
wages faster. These differences in response time may 
affect the overall dynamics of the system and lead to 


www.urpe.org 

different outcomes. Another consideration is how many 
edits per turn an agent is allowed to make and what 
difference this makes to both the speed of reaching 
equilibrium and the effect of noise. More research is 
needed here to find out the optimum number of edits 
allowed. Finally there is the issue of scale. Limitations 
of computational resources, has meant that we have run 
our model with only a hundred agents. Obviously, in 
a real economy we are dealing with millions of agents. 
Whilst we believe the results will scale, a larger model 
is required to test this. Thus in conclusion whilst we are 
satisfied that our research has shown potential for the 
idea of wikibudgeting as an alternative to both 
capitalism and Soviet style economies, more research is 
welcome. 

References 

Ackerman, Bruce and Anne Alstott. 1999. The Stakeholder Society. 
New Haven: Yale University Press. 

Albert, Michael and Robin Hahnel. 1991. The Political Economy 
of Participatory Economics. Princeton: Princeton University Press. 

Beer, Stafford. 1975. Platform for Change, John Wiley, London and 
New York. Reprinted with corrections 1978. 

Block, Walter. 1996. Hayek’s Road to Serfdom. Journal of Libertar¬ 
ian Studies (Center for Libertarian Studies) 

Burczak, Theodore A. 2006. Socialism After Hayek. Ann Arbor: 
University of Michigan Press. 

Church, Alonzo 1936. A Note on the Entscheidungsproblem. Jour¬ 
nal of Symbolic Logic (1): 40-41 

Cottrell, Allin, Paul Cockshott, Greg Michaelson, and Ian Wright. 
2007. Classical Econophysics. London: Routledge, forthcoming. 

Hayek, Friedrich August. 1960. The Constitution of Liberty. Uni¬ 
versity of Chicago Press. 

Rossser, J. Barkley, Jr. and Marina V. Rosser. 2007. Has Burczak 
Shown How Socialism Can Survive Hayek? 

Sciabarra, Chris M. 1995. Marx, Hayek, and Utopia. Albany: State 
University of New York Press. 

Turing, A. M. 1937 [Delivered to the Society November 1936], On 
Computable Numbers, with an Application to the Entscheidung¬ 
sproblem. Proceedings of the London Mathematical Society, 2 42: 
230-65 

Von Mises, Ludwig 1920, Economic Calculation in the Socialist 
Commonwealth. Ludwig von Mises Institute. 

Yaffe, Helen. 2010. Ernesto ‘Che’ Guevara’s contribution to socialist 
political economy, industrial organisation and economic develop¬ 
ment in Cuba 1959-1965. 



URPE Newsletter 


Page 14 


Summer 2014 


Abstracts 


Unemployment in Mediterranean EU Countries. 

Fighting Youth Unemployment 

Hardy Hanappi 

Email: hanappi@econ.tuwien.ac.at 
Homepage: http://www.econ.tuwien.ac.at/hanappi 
Institute for Mathematical Methods in Economics 
Vienna University of Technology 
Version 12-11-13 

Chapter 16 in ‘SOCIETIES IN TRANSITION. The Social Implica¬ 
tions of Economic, Political and Security Transformations’, edited 
by S. Katsikides and P. I. Koktsidis. 

The most dramatic problem of European 
economic policy is the exploding unemployment rate 
in the Mediterranean EU-countries. This chapter sets 
out to explain the causal links leading to this major 
bottleneck in Europe’s economic dynamics. In the first 
part the causal chain is described in detail as follows: 
Unemployment is increased by austerity policy of 
governments - austerity policy is enforced by rapidly 
rising government debt - government debt has been 
rising due to bailout of banks and speculative interest 
rate attacks on countries - banking crisis and 
aggressive interest rate policy are a consequence of 
exploding demand for (uncovered) financial promises 
at global financial markets - uncovered financial 
promises are the only remaining channel for capital 
accumulation if increases in (real) labour productiv¬ 
ity are dying away on a global scale. The phenomenon 
of European unemployment thus is explained by the 
impasse of the dominant global mode of production, 
which had surfaced first as the financial crisis in 2008. 

The second part of the chapter uses the insights 
of part 1 to study the contours of a possible EU 
employment policy, which can keep welfare levels in 
Mediterranean EU-countries as high as possible. It is 
evident that welfare mainly is determined by income, 
which for the majority of EU-households in turn 
depends on employment. Employment decisions can be 
divided into three sets: 

(1) Employment decisions of public institutions (e.g. 
reversing austerity policy?) 

(2) Employment decisions of small and medium size 
enterprises (e.g. changing work-time regimes?) 

(3) Employment decisions of transnational 
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corporations (e.g. EU regulation and incentive 
structures transcending national boundaries?) 

In all three areas special attention will be on 
youth unemployment and the inevitable consequences 
that changes in retirement age will have. In a 
concluding section it is discussed how far a specific 
European economic policy (a ‘Pilot Project Europe’, 
see [Hanappi, 2013]) that differs from other policies 
followed in other parts of the world economy is feasible 
and can be embedded in the global context. 


Micro Processes and Isomorphic Adaptation: 
Insights from the Struggle for the Soul of Economics 
at the University of the Holy Spirit 

Hamid Bouchikhi, ESSEC, Bouchikhi@essec.edu 

John R. Kimberly, The Wharton School, University of 
Pennsylvania, Kimberly@wharton.upenn.edu 
Electronic copy available at: http://ssrn.com/abstract=2441138 

As of July 1, 2010, the College of Humani¬ 
ties and Social Sciences at the University of the Holy 
Spirit (UHS) has a single Department of Economics. 
However, in the seven prior years, there were two 
economics departments, one that was resolutely 
mainstream and the other that was just as resolutely 
heterodox. What accounts for this unusual 
organizational arrangement? We show that this 
arrangement was part of a protracted conflict about 
the kind of economics that befits the Catholic identity 
of UHS that resulted, ultimately, in a full embrace of 
mainstream economics in July 2010. We draw on and 
amend Oliver’s (1991) typology of organizational 
responses to institutional processes and investigate why 
and how UHS went from deliberate avoidance to full 
acquiescence to mainstream economics. Our analysis 
suggests that while organizations may be compelled 
to adapt to dominant norms, as institutional theorists 
contend, the process of adaptation involves a variety of 
conflicting moves and counter moves that engage 
identity and power and that require forceful leadership 
to resolve. 
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Which Side Are You On? 

Inequality and the Case for Unions 

Tim Koechlin, Vassar College 

Across the country, Republican legislatures - 
encouraged and financed, as usual, by corporate money and 
right wing think tanks-- have undertaken a stunning array 
of initiatives designed to weaken unions and otherwise 
undermine American workers. Scott Walker of Wisconsin, 
along with several other Republican governors, has moved 
aggressively and conspicuously to disempower public 
sector unions. Nikki Haley, the Republican Governor of 
South Carolina, recently declared that unionized businesses 
are not welcome in South Carolina. 

Republicans tell a tired, cynical story about all of 
this, insisting that union busting is, somehow, good for the 
economy and good for workers. It’s the same old trickle 
down nonsense. 

Democrats, on the other hand, have done too little to 
defend unions and worker rights. 

This systematic attack on unions is, of course, bad 
for working Americans. Unionized workers in the US earn 
more money than non-union workers with similar skills 
(14% more, according to the Economic Policy Institute). 
Unionized workers are 28% more likely to have employer 
provided health insurance and 54% more likely to have 
employer provided pensions. Unionized workers enjoy more 
vacation time, and they are more productive than non-union 
workers. Countries with high rates of union coverage enjoy 
lower rates of inequality and lower rates of poverty, and their 
workers enjoy greater economic security. And, further, a 
robust union movement raises pay and working conditions 
for non-union workers as well. 

What’s not to like? 

In 1973, 27% of US workers were unionized. 
Now, it’s just 11% -- the lowest rate among the world’s rich 
(“industrialized”) countries. It is no coincidence that the 
U.S. is, by every reasonable measure, the most unequal of the 
world’s rich countries. 

Since 1979, the incomes of the top 1% in the U.S. 
have more than tripled. The incomes of the top 0.1% have 
more than quadrupled. Meanwhile, wages have stagnated - 
and, for many millions, declined -- even as labor 
productivity (the value of a worker’s output in an hour) has 
more than doubled. In 1978, CEOs earned 26 times more 
than a typical worker. In 2013, CEOs at the largest 350 U.S. 
corporations earned 296 times more than a typical worker. 
This stunning and appalling redistribution of income - 
economy-wide, and within corporations — is in part the 


www.urpe.org 

result of massive tax cuts for the rich and the erosion of 
corporate accountability (aka “deregulation”). It is also the 
result of a systematic effort to undermine the bargaining 
power of US workers. Union busting has enriched capital¬ 
ists at the expense of workers. 

The Right insists that working class Americans are 
falling behind because of overly-generous “entitlements” and 
overpaid public sector employees. In reality, the lost income 
of workers of all sorts - union and non-union, black and 
white, male and female, public sector and private sector - 
can be found in the pockets of the 1%. 

A hundred years ago, U.S. workers -- including 
millions of children -- worked long hours for low wages in 
unsafe workplaces. Because of organized labor, the 
prospects for working Americans improved dramatically 
over the course of the 20th Century. Because of unions, 
millions of U.S. workers were able to achieve a middle class 
life - economic security, home ownership, health insurance, 
vacation time and, perhaps, a college education for their 
children. From 1948-1973, the incomes of working class 
families in the US nearly doubled! 

In addition to higher wages, the struggles of 
organized labor have delivered virtually every protection 
and benefit enjoyed by U.S. workers. Unions have brought 
working Americans the 40 hour week, paid vacation, Social 
Security, Medicare and Medicaid, overtime pay, child labor 
laws, the Occupational Safety and Health Act, whistleblower 
protection laws, sexual harassment laws, lunch breaks and 
coffee breaks, wrongful termination protection, sick leave, 
the Americans with Disabilities Act, the weekend and much 
more. These rights, benefits and norms were not gifts from 
employers. They are the result of relentless organized 
struggle by working Americans. And with each struggle, 
big business and its apologists have insisted that this change 
would fatally undermine their competitiveness. 

As unionization rates have fallen over the past 
several decades, wages have stagnated and the “American 
Dream” has drifted out of reach for millions. The Economic 
Policy Institute estimates that plummeting rates of 
unionization account for one third of rising inequality in the 
US since 1980. 

Raising the pay of working Americans has to be at 
the top of a progressive agenda. And this means we have to 
prioritize the empowerment of the labor movement. 

Are high rates of unionization possible in a global 
economy? Yes! Union coverage remains high in most 
European countries - over 90% in some cases - and union 
coverage has grown steadily over the past few decades in 
several countries. In a marvelous study of 21 rich countries, 
John Schmitt and Alexandra Mitukiewicz show that changes 
in unionization rates since 1960 have had little to do with 
globalization or changes in technology. They depend, rather, 
on a country’s “broad political environment.” Social 





Koechlin, continued from page 15... 


d 

Q 

i—i 

_i 

CN 

cc 

< 

LU 

O 

o 

Q_ 

LU 


1— 
i—i 

LU 

<.D 

_1 

_1 

d 

LU 

o 

Qd 

< 

1— 
on 

i—i 
> 
on 

z 

b 

Q_ 

o 

z 

2 

z 

Q_ 

1—1 

(V 

o 

on 

Z> 

< 

LU 

z 

d 

Q_ 


fH aj aj 


U= c 

O k 


01 

L_ 

+- 1 

in 


rc 
c 


uo O 
> +- J ^ 
> ro 3 


tT3 i/i 


aj 


Ln 

no 

r-- 

i—i 

i 

CM 

O 

O 

i—I 

o 

< 


LU CL T t- 

CL DC - 1 - o 
Oxi 00 

\ U_ \ -1 

u o ^r 

(D 


i/i 

C V 


E 

< 


Democratic countries have seen unionization rates rise. 
“Liberal market economies” (the US, UK and others) have seen 
unionization rates drop. De-unionization is not an imperative 
of the global market. It is a political choice. 

But aren’t unions prone to corruption? Sometimes 
(although way less often than right wingers would have us 
believe). And some parents are abusive. Some doctors commit 
fraud. And some bankers are greedy and mendacious. It does 
not follow that we’d be better off without families, doctors, or a 
financial sector. Nor does it follow that workers are better off 
without unions. 

The US has long been a hostile environment for unions, 
and this has been especially true since 1980, when the Reagan 
administration declared war on organized labor. Cornell’s Kate 
Bronfenbrenner has chronicled the increasingly aggressive (and 
often illegal) tactics used by employers to block organizing 
efforts, and the meager protections available to organizers and 
workers. 

The Republican Party’s economic policy agenda has 
not changed for decades. Cut taxes for the 1%. Deregulate - 
so that banks can run wild and corporations can pollute with 
impunity. And undermine the bargaining power of workers. 
Union busting is central to the Republican brand. 

Working class Americans have been losing ground for 
35 years. To reverse this, we need a re-empowered and a 
re-legitimized labor movement. We need to tell the truth about 
unions and union busters. We need to actively support our 
allies in the labor movement, and we need to demand that our 
representatives work to create a political and legal environment 
that facilitates the growth of unions and union representation. 

And, relentlessly, we need to ask our representatives - 
especially fearful, cautious, and misguided Democrats: Which 
side are you on? 

Unions are good for workers. It’s that simple. 

This op-ed appears on: 

Common Dreams: 

http://www.commondreams.org/view/2014/06/22-2 
Huffington Post: 

http://www.huffingtonpost.com/tim-koechlin/which-side-are- 
you- on-unions_b_5517913 .html 

Tim Koechlin holds a Ph. D. in economics from UMass- 
Amherst. He is the Director of the International Studies 
Program at Vassar College, where he has an appointment 
in International Studies and Urban Studies. Tim has taught 
and written about a variety of subjects including economic, 
political and racial inequality; globalization; macroeconomic 
policy, and urban political economy. He is also a long time 
member of URPE and, since 2009, a member of the RRPE 
editorial board. 















